August 2010

GDP and the Economy

Advance Estimates for the Second Quarter of 2010

EAL GROSS domestic product (GDP) increased
2.4 percent in the second quarter of 2010, accord-
ing to the “advance” estimates of the national income

and product accounts (NIPAs) (chart 1 and table 1).!

In the first quarter, real GDP increased 3.7 percent (re-

vised).

The NIPA estimates for the first quarter of 2010 and
for 2007—2009 have been revised as part of the regular
annual NIPA revision. See “Annual Revision of the Na-
tional Income and Product Accounts” in this issue.

The deceleration in real GDP in the second quarter
primarily reflected an acceleration in imports and a
deceleration in inventory investment that were partly
offset by an upturn in residential fixed investment, an
acceleration in nonresidential fixed investment, an up-
turn in state and local government spending, and an
acceleration in federal government spending.?

e Prices of goods and services purchased by U.S. resi-
dents increased 0.1 percent in the second quarter
after increasing 2.1 percent in the first quarter (see
page 3). Energy prices turned down in the second
quarter, and food prices decelerated slightly. Exclud-
ing food and energy, gross domestic purchases prices
increased 0.9 percent after increasing 1.6 percent. The
federal pay raise for civilian and military personnel
added 0.2 percentage point to the first-quarter
increase in the gross domestic purchases price index.

eReal disposable personal income (DPI) increased 4.4
percent after increasing 1.7 percent. The acceleration
resulted from a very slight acceleration in current-
dollar personal income and a deceleration in personal
current taxes.

eThe personal saving rate, personal saving as a per-
centage of current-dollar DPI, was 6.2 percent in the
second quarter; in the first quarter, it was 5.5 percent.

1. “Real” estimates are in chained (2005) dollars, and price indexes are
chain-type measures. Each GDP estimate for a quarter (advance, second,
and third) incorporates increasingly comprehensive and improved source
data. More information can be found at www.bea.gov/about/infoqual.htm
and www.bea.gov/fag/national/gdp_accuracy.htm. Quarterly estimates are
expressed at seasonally adjusted annual rates, which assumes that a rate of
activity for a quarter is maintained for a year.

2. In this article, “consumer spending” refers to “personal consumption
expenditures (PCE),” “inventory investment” refers to “change in private
inventories,” and “government spending” refers to “government consump-
tion expenditures and gross investment.”

Christopher Swann prepared this article.

Chart 1. GDP, Prices, Disposable Personal Income (DPI)

Real GDP: Percent change from the preceding quarter
6

Seasonally adjusted annual rates

_III\I\II- IxIlII

|__ .| ‘ \-
-2
—4
Lo

4

N

o

-6

g L1 R I
2006 2007 2008 2009 2010
Contributions to the percent change in real GDP in 2010:II

Consumer spending

Nonresidential fixed investment

Residential fixed investment

Inventory investment
Exports
Imports

Government spending

-5 -4 -3 -2 -1 0 1 2
Percentage points at an annual rate

Prices: Percent change from the preceding quarter
6 Prices of gross domestic purchases

g L1 T T N N N R N N
2006 2007 2008 2009 2010
Real DPI: Percent change from the preceding quarter

12
10

IN

N

o

oN MO ®

lll.-Jlll t IJ_II \I\I

_10 L L1 L1 I
2006 2007 2008 2009 2010

U.S. Bureau of Economic Analysis




GDP and the Economy

August 2010

Real GDP Overview

Table 1. Real Gross Domestic Product and Components

[Seasonally adjusted at annual rates]

Share of
current- Change from Contribution to percent
dollar preceding period change in real GDP
GDP (percent) (percentage points)
(percent)
2010 2009 2010 2009 2010
Il n v | Il Il % | I
Gross domestic product ! ... 100.0| 1.6/ 50| 3.7 24, 16| 50| 37| 24
Personal consumption
expenditures.... 704, 20| 09| 19| 16| 1.41| 0.69| 1.33| 1.15
231| 72| 17| 57| 34| 162| 042| 1.29| 0.79
Durable goods... 74| 201 -11| 88| 75| 1.35/-0.07| 0.62| 0.53
Nondurable goods 158| 17| 3.1| 42| 16| 027| 049| 0.67| 0.25
Services 472| -05| 05| 0.1| 08|-0.21| 0.27| 0.03| 0.36
Gross private domestic
investment ... 12.7| 11.8| 26.7| 29.1| 28.8| 1.22| 2.70| 3.04| 3.14
Fixed investmen: 121] 07| -1.3| 33| 19.1| 0.12|-0.12| 0.39| 2.09
Nonresidential 96| -1.7| 1.4 78| 17.0|-0.13|-0.10| 0.71| 1.50
Structures...... 27|-124|-29.2 |-17.8| 5.2|-0.41(-1.01|-0.53| 0.14
Equipment and software 70| 42| 146|204 21.9| 0.28| 0.91| 1.24| 1.36
Residential ...........cocuereereveenns 25| 106| -0.8|-12.3| 27.9| 0.25|-0.02|-0.32| 059 —|
Change in private inventories...... 0.6 | oo | coveses | e [ e 1.10| 2.83| 264| 1.05
Net exports of goods and
SEIVICES ....oovvvivieiiiiiiins =35 | | | [ -1.37| 1.90|-0.31|-2.78
Exports 125| 12.2| 24.4| 11.4| 10.3| 1.30| 256| 1.30| 1.22
Goods 87| 18.7| 31.7| 14.0| 141| 129| 219 1.09| 1.13
Services 38| 0.1| 102| 58| 23| 0.01| 0.37| 0.21| 0.09
Imports....... 16.0| 21.9| 4.9| 11.2| 28.8|-2.67|-0.66|-1.61|-4.00
Goods.... 133| 274| 6.2| 12.0| 35.4|-2.64 |-0.68 |-1.41|-3.96
SEIVICES .....oovrivrirriiiiniiiiins 27| 15| -05| 7.8 1.6|-0.03| 0.02|-0.20 |-0.04
Government consumption
expenditures and gross
investment... 205| 16| -1.4| -1.6| 44| 0.33/-0.28|-0.32| 0.88
Federal 83| 57| 00| 18| 92| 045 0.01| 0.15| 0.72
National defense ... 56| 90| -25| 04| 74| 048|-0.13| 0.02| 0.40
Nondefense 27| -09| 56| 50| 13.0/-0.03| 0.14| 0.13| 0.33
State and local ...........ccccouvvnnnnen. 122| -1.0| -2.3| -3.8| 1.3|-0.12|-0.29|-0.48| 0.16

1. The estimates under the contribution columns are percent changes.

Norte. Percent changes are from NIPA table 1.1.1, contributions are from NIPA table 1.1.2, and shares are from

NIPA table 1.1.10.

Table 2. Real Gross Domestic Product (GDP) by Type of Product

[Seasonally adjusted at annual rates]

Share of
current- Change from Contribution to percent
dollar preceding period change in real GDP
GDP (percent) (percentage points)
(percent)
2010 2009 2010 2009 2010
I n | v | Il n | v | I
Gross domestic product ™.............. 100.0| 16| 50 37| 24| 16 50 37| 24
Final sales of domestic product 994 04| 21, 11} 13| 050 2.19| 1.09| 1.33
Change in private inventories.... U] OO puovsvvRRn (PR [pstssees 1.10| 2.83| 2.64| 1.05
Goods 275| 68| 239| 195 20| 1.67| 574| 4.90| 0.57
Services 653| -02| 08| 0.0/ 1.3|-0.10| 0.57| 0.02| 0.86
Structures...... 72| -0.1|-159|-15.2| 14.4| 0.02|-1.30 -1.18| 0.95
Addenda:
Motor vehicle output ............cccvvvvens 22(1455| 13.7| 42.3| -0.5| 156 0.25| 0.74|-0.01 — |
GDP excluding motor vehicle output 97.8| 0.0| 48| 30| 24| 0.03| 476| 299| 2.40
Final sales gf computers ................... 06| -4.0/ 17.3] 19.2| 7.6|-0.02| 0.09| 0.10| 0.04 e
GDP excluding final sales of
COMPULEIS ... 995 16| 50| 37| 24| 1.61| 492| 3.63| 2.35

1. The estimates under the contribution columns are percent changes.
Nore. Percent changes are from NIPA table 1.2.1, contributions are from NIPA table 1.2.2, and shares are

calculated from NIPA table 1.2.5.

Consumer spending in the second quarter slowed, re-
flecting decelerations in both nondurable goods and
durable goods. The largest contributor to the decelera-
tion in nondurable goods was a downturn in food and
beverages purchased for off-premises consumption.
Spending for services picked up slightly, led by an up-
turn in financial services and insurance.

Nonresidential fixed investment accelerated. It was the
largest quarterly percentage change since the first
quarter of 2006, reflecting an upturn in structures and
an acceleration in equipment and software. The up-
turn in structures was led by an upturn in power and
communication structures. The largest contributor to
the acceleration in equipment and software was an ac-
celeration in industrial equipment.

Residential fixed investment turned up, mainly reflect-
ing an upturn in “other” structures, especially brokers’
commissions on the sale of residential structures.

Inventory investment slowed, contributing 1.05 per-
centage points to real GDP growth after contributing
2.64 percentage points.

Exports slowed somewhat. Goods exports increased
about the same as in the first quarter, but services ex-
ports decelerated, mainly reflecting a slowdown in
travel services.

Imports accelerated sharply, reflecting an acceleration
in goods imports. The largest contributor to the accel-
eration in goods imports was an upturn in petroleum
imports, but accelerations in nonautomotive capital
goods, in automotive vehicles, engines, and parts, and
in nonautomotive consumer goods also contributed.
Imports of services slowed.

Federal government spending accelerated, reflecting
pickups in national defense and nondefense spending.

State and local government spending turned up,
mainly reflecting an upturn in investment in struc-
tures.

Real final sales of domestic product, real GDP less in-
ventory investment, increased 1.3 percent after in-
creasing 1.1 percent.

Motor vehicle output turned down, decreasing 0.5
percent after increasing 42.3 percent.

Final sales of computers decelerated, increasing 7.6
percent after increasing 19.2 percent.
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Prices

Table 3. Prices for Gross Domestic Purchases Prices paid by U.S. residents, as measured by the gross
[Percent change at annual rates; based on seasonally adjusted index numbers (2005=100)] domestic purchas es pri ce index, slowed in the second
2]
Change from Cogﬁlggggfl‘;% %ifscem quarter. Excluding food and energy, prices also
PreC(?)télrnC% ﬁgrlOd domestic purchases prices slowed. About 0.2 percentage point of the first-quarter
(percentage points) increase in the gross domestic purchases price index
2009 2010 2009 2010 reflected the pay raise for civilian and military person-
mlw [ ol bw T nel, which is treated as an increase in the price of em-
ployee services purchased by government.
Gross domestic purchases ! 14| 21| 21| 01| 14| 21, 21| 041
Personal consumption expenditures . 29| 27| 21| 01| 1.92| 1.82| 1.43| 0.04 Consumer prices decelerated, reflecting a downturn in

[CTolels 7R 57| 28| 26| -36/| 1.19| 0.61| 0.57(-0.83 prices pald for goods‘ The largest contributor to the
Durable goods ... -25| 07| -20| -1.6|-0.19| 0.04|-0.15|-0.11 d d . . id f li
Nondurable goods 97| 38| 47| -46| 1.38| 056| 0.72|-0.72 ownturn was a downturn in prices paid for gasoline

Services 17| 27| 18 19| 0.73| 121| 0.85| 086 and other energy goods. Services prices picked up

Gross private domestic investment -6.0 -0.7| -2.0/ -0.9(-0.61|-0.05|-0.22 -0.11 Slightly.

Fixed investment 48| 10| -1.4| —0.6|-0.60|-0.13|-0.16|-0.06
Nonresidential ... -51| -24| -19| 02|-0.52|-0.23|-0.18| 0.02 . . . . .

Structures 21| 09| 27-038|-0.07| 002| 0.07 Prices palq for nonresidential ﬁxed.lnves'Fment t}lrned
Equipment and software -25| -31| -0.7|-0.16|-0.16|~0.20 | -0.05 up, reflecting a smaller decrease in prices paid for
Residential................. 43| 06| -36/-0.08) 010} 0.01)-008 equipment and software and an acceleration in prices

Change in private inVentories............cccoes [oriene [eovmeions | eervinnes [reveeens -0.01| 0.07|-0.06|-0.05 .

i . paid for structures.
Government consumption expenditures

and gross investment . ..| 04| 15| 46| 08| 0.08| 030 0.89 0.16 . . . . .

Federal 04| 15 45| o8l 000l 013| 035! 008 Prices paid for residential fixed investment turned
National defense.... 03| 16| 53| 1.1]0.02] 0.09] 0.28| 0.06 down, decreasing 3.6 percent after increasing 0.6 per-
Nondefense ... -10| 15| 28| 0.1]-0.02| 0.04| 0.07| 0.00 cent.

State and local 08| 15| 46| 08| 0.08| 0.18| 0.54| 0.10

Addenda: : : : :
Gross domestc purchases: Prices paid by government decelerated. Prices paid by

Food 25| 00| 13| 12]|-013| 000| 007| 007 state and local governments decelerated, largely re-

Energy. goods and services 39.7| 20.2| 152|-18.0| 1.24| 0.74| 0.58|-0.76 ﬂecting a downturn in petroleum priceS. A S]owdown

Excluding food and energy .. - | 04 15] 16| 09) 028) 1.32) 145 0.78 in federal government prices followed the first-quarter

Personal consumption expenditures (PCE): i

Food..... 24| 01| 18] 16 pay raise.

Energy goods and service 415 180 16.4|-175 .

Excluding food and energy 15 21| 12| 1.1 The “market-based” PCE price index turned down

Market-pased PCE 3.0 22| 17| 02| i e | v [ e ~_ mainly because of a downturn in energy prices. Ex-
Excluding food and energy 13] 14] 07| 1.0 [emres | e [ evvirnnen luding food and he ind icked

Gross domestic product 07| 02| 10| 1.8 s | oo e cluding food and energy, the index picked up some-
what.

1. The estimates under the contribution columns are percent changes

Note. Most percent changes are from NIPA table 1.6.7; percent changes for PCE for food and energy goods and . . .

services and for PCE excluding food and energy are calculated from index numbers in NIPA table 2.3.4. Contribu- The GDP price index increased 1.8 percent, 1.7 per-

tions are from NIPA table 1.6.8. centage points more than the increase in the price in-
dex for gross domestic purchases, reflecting a
downturn in import prices relative to a slight slow-
down in export prices.

Note on Prices

BEA’s gross domestic purchases price index is the most
comprehensive index of prices paid by U.S. residents for all
goods and services. It is derived from the prices of personal
consumption expenditures (PCE), private investment, and
government consumption expenditures and investment.
BEA also produces price indexes for all components of
GDP. The PCE price index is a measure of the total cost of
consumer goods and services, including durable goods,
nondurable goods, and services. PCE prices for food,
energy goods and services, and for all items except food
and energy are also estimated and reported. Because prices
for food and energy can be volatile, the price measure that

excludes food and energy is often used as a measure of
underlying, or “core,” inflation. (The core PCE price index
includes purchased meals and beverages, such as restau-
rant meals, and pet food. See FAQ 518 on BEA’s Web site.)

BEA also prepares a supplemental PCE price index, the
“market-based” PCE price index, that is based on market
transactions for which there are corresponding price mea-
sures. This index excludes many imputed expenditures,
such as financial services furnished without payment, that
are included in PCE and the PCE price index. BEA also
prepares a market-based measure that excludes food and
energy.
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Personal Income

Table 4. Personal Income and lts Disposition
[Billions of dollars; quarterly estimates are seasonally adjusted at annual rates]

Level Change from preceding period
2010 2009 2010
I 1l % | I
Personal income 12,485.7| -39.4| 75.0 122.8| 123.9
Compensation of employees, received ..............c...e... 79345 -203| 327 39.8| 633
Wage and salary disbursements 6,356.1| -23.8| 21.0| 188| 524
Private industries 5,161.6| -23.1 21.7 82| 434
Goods-producing industries 1,0444| -163| -0.6| -10.0 8.3
Manufacturing 662.1| -9.3 85| -25 6.3
Services-producing industries 41172 -69| 224| 181| 351
Trade, transportation, and utilities 999.3| -3.0 1.3 1.9 9.2
Other services-producing industries ... 31179 -38| 21.0/ 163| 259
Government 1,1946| -06| -0.7| 10.6 9.1
Supplements to wages and salaries .. 1,578.4 34| 117| 21.0] 109
Proprietors’ income with IVA and CCAdj 1,049.5 59| 157 8.6 188
Farm 36.6 0.0 8.2 06| -02
Nonfarm .... 1,012.9 5.9 75 81 189
Rental income of persons with CCAdj ... 300.9 97 37 9.9 8.2
Personal income receipts on assets . 1,9152| -348| -19| 219 41
Personal interest income... 1,206.0| -162| -75 29| -27
Personal dividend income . 709.3| -18.6 56| 19.0 6.9
Personal current transfer receipts .............covvvrreveens 22829 -09| 289 573| 374
Less: Contributions for government social insurance 997.3| -1.0 42| 146 7.9
Less: Personal current taxes 1,138.1 45 02| 196 1.3
Equals: Disposable personal income 11,347.6| —439| 747| 103.3| 122.6
Less: Personal outlays...... 10,6405 1262 821| 982| 36.6
Equals: Personal saving 707.1| -1701| -7.4 51| 86.0
Addenda: Special factors in personal income
In government wages and salaries:
Federal pay raise... 7.3 0.0 0.0 7.2 0.1
Reservists’ pay 9.0 03| -04 02 -07
In supplements to wages and salaries:
Employer contributions for social insurance............. 8.3 0.0 0.0 8.3 0.0
In personal current transfer receipts:
Cost-oftiving adjustments 0.0 0.0 0.0 0.0 0.0
Social security retroactive payments.. 0.0 0.0 28| -28 0.0
Emergency unemployment compensation . 67.9| 103| 13.0| 206| -11.6
One-time ARRA payments.... 01| -520, -02| -01 0.0
Refundable ARRA tax credits 32.6 0.0 0.1 325 0.0
Other ARRA-related social benefit payments. 288 438 72| -29.9| -411
In contributions for government social insurance:
Increase in taxable wage base............ccocerivrreeenne 8.6 0.0 0.0 8.6 0.0
Changes in premiums for supplementary medical
INSUFANCE ... vveevvvcssesentseisess st eees 2.2 0.0 0.0 2.2 0.0
In personal current taxes:
Federal tax law changes (“Making Work Pay”)......... -38.6 0.0 0.0 9.5 0.0
Other ARRA-related tax effects...... . -815 0.0 0.0 464 0.0
Refunds, settiements, and other ... 4.8 0.0 0.0 4.8 0.0

Norte. Dollar levels are from NIPA tables 2.1 and 2.2B.
IVA Inventory valuation adjustment

CCAdj Capital consumption adjustment

Personal income, which is measured in current dol-
lars, accelerated slightly in the second quarter, increas-
ing $123.9 billion after increasing $122.8 billion. The
slight acceleration primarily reflected an acceleration
in wage and salary disbursements that was largely off-
set by decelerations in personal current transfer re-
ceipts, in personal dividend income, and in
supplements to wages and salaries.

Wage and salary disbursements accelerated. The accel-
eration primarily reflected monthly employment,
hours, and earnings data.

Supplements to wages and salaries slowed. The slow-
down primarily reflected a deceleration in employer
contributions for government social insurance for reg-
ular state unemployment programs; first-quarter con-
tributions had reflected increases in tax rates and wage
caps for these programs.

Personal dividend income increased $6.9 billion after
increasing $19.0 billion.

Personal current transfer receipts decelerated, prima-
rily reflecting a deceleration in government social ben-
efits to persons. A slowdown in federal benefits was
partly offset by a pickup in state and local government
benefits, reflecting Medicaid payments. The slowdown
in federal benefits mainly reflected a deceleration in
“other” government social benefits and a downturn in
government unemployment benefits.

Personal current taxes decelerated, reflecting a larger
decrease in state and local income taxes and a deceler-
ation in federal income taxes.

Personal saving increased $86.0 billion after increasing
$5.1 billion, reflecting a pickup in disposable personal
income and a slowdown in personal outlays.

Chart 2. Personal Saving Rate

1998.

Saving
The personal saving rate was 6.2 percent in the second quar-
ter. Beginning with the first quarter of 2008, the first quarter
of a recession as defined by the National Bureau of Eco-
nomic Research, the saving rate has averaged 5.2 percent on
a quarterly basis, the highest rate since the third quarter of
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Source Data for the Advance Estimates

Table 5. Source Data and Key Assumptions for the Advance Estimates of GDP for the Second Quarter of 2010
[Billions of dollars, seasonally adjusted at annual rates]

2010
Jan. Feb. | March | April May | June'
Private fixed investment:
Nonresidential structures:
Value of new nonresidential construction put in place ..o 281.5| 2759| 275.1| 277.2| 2756| 2764
Equipment and software:
Manufacturers’ shipments of complete aircraft ..o 20.1 337 33.9 33.2 272 314
Residential structures:
Value of new residential construction put in place:
SINGIE TAMIIY c.vvvvvvvirsvivii s 1136 1150/ 116.9| 120.6| 121.5| 118.3
MUIIFRMIIY....coooeee e 16.3 15.5 14.4 13.9 13.1 12.7
Change in private inventories:
Change in inventories for nondurable manufacturing............ccccuervinrvveienriiisssinsiinns 16.9 38.0 49 89| -60.8 135
Change in inventories for merchant wholesale and retail industries other than motor
vehicles and BQUIPMENT ... 49 14.6 56.0 30.7 34.0 22.0
Net exports: 2
Exports of goods:
U.S. exports of goods, international-transactions-accounts basis 1,204.4| 1,201.7| 1,261.8| 1,250.9| 1,286.4| 1,278.6
Excluding gold 1,185.5| 1,186.8| 1,241.8| 1,234.1| 1,272.8| 1,264.2
Imports of goods:
U.S. imports of goods, international-transactions-accounts basis 1,771.5| 1,821.8| 1,890.1| 1,881.4| 1,939.9| 1,976.9
EXcluding gold ..o .| 1,761.6| 1,813.2| 1,879.4| 1,868.6| 1,929.4| 1,965.5
Net exports of goods. -567.2| -620.1| —628.3| —630.5| —-653.5| —-698.3
Excluding gold -576.2| -626.4| -637.6| —634.4| -656.6| -701.3
State and local government structures:
Value of new construction put in PIACE...........c.wererierienirirince e 265.0| 261.3| 269.6| 2735| 275.1| 2743

1. Assumption.
2.Nonmonetary gold is included in balance-of-payments exports and

imports, but it is not used directly in estimating exports and imports in the
national income and product accounts.

While the advance estimates of many components of GDP
are based on 3 months of source data, some estimates are
based on only 2 months of data. For the following items,
the number of months for which data are available is shown
in parentheses.

Personal consumption expenditures: sales of retail stores
(3), unit auto and truck sales (3), and consumers’ shares of
auto and truck sales (2);

Nonresidential fixed investment: unit auto and truck sales
(3), construction spending (value put in place) (2), manu-
facturers’ shipments of machinery and equipment exclud-
ing aircraft (3), shipments of civilian aircraft (2), and
exports and imports of machinery and equipment (2);

Residential investment: construction spending (value put
in place) (2), single-family housing starts (3), sales of new
homes (3), and sales of existing houses (3);

Change in private inventories: trade and nondurable-
goods manufacturing inventories (2), durable-goods man-
ufacturing inventories (3), and unit auto and truck invento-
ries (3);

Net exports of goods and services: exports and imports of
goods (2);

Government consumption expenditures and gross invest-

Source Data and Key Assumptions for the Advance Estimates of GDP

ment: federal outlays (3), state and local government con-
struction spending (value put in place) (2), and state and
local government employment (3);

Compensation: employment, average hourly earnings, and
average weekly hours (3); and

GDP prices: consumer price indexes (3), producer price
indexes (3), and values and quantities of petroleum imports

(2).

Unavailable source data

When source data were unavailable, BEA made various

assumptions for June, including the following (table 5):

o A small increase in nonresidential structures,

o An increase in aircraft shipments,

o Decreases in single-family and in multifamily residential
structures,

e Increases in inventories of nondurable-goods manufac-
turing industries and of nonmotor vehicle merchant
wholesale and retail trade industries,

o A decrease in exports of goods (excluding gold) and an
increase in imports of goods (excluding gold), and

o A decrease in state and local government structures.

A more comprehensive list is available on BEA’s Web site.
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